DISCLAIMER
This electronic version of an SCC order isfor informational purposes only and is not an official document of the
Commission. An official copy may be obtained from the Clerk of the Commission, Document Control Center.

COMMONWEALTH OF VIRGINIA
STATE CORPORATION COMMISSION
AT RI CHMOND, SEPTEMBER 4, 2002
APPLI CATI ON OF
LAKE MONTI CELLO SERVI CE COMPANY CASE NO. PUE-2001- 00424
For anmendnent of its certificates

of public conveni ence and necessity
pursuant to Va. Code 8§ 56-265.3 D

FI NAL ORDER

On July 26, 2001, pursuant to 8 56-265.3 D of the Code of
Virginia, Lake Monticello Service Conpany ("Lake Monticello" or
"Conpany") filed an application with the State Corporation
Comm ssion ("Comm ssion”) to anend its certificates of public
conveni ence and necessity, Certificate Nos. W197(a) and
S-64(a). The current certificates designate the Conpany's
certificated service territory as the Lake Monticello
residential subdivision and two adj acent areas.

The Conpany applied to anend its certificates to include
property adjacent to its current service territory. Upon the
addition of the adjacent property, the Conpany's service
territory would include an area generally bounded by Routes 53,
600, and 618. The Conpany's application also sought to include
10. 4 acres of land to the south of Route 600 which is outside,

but adjacent to, the general boundaries described just above.
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The application did not propose any changes to its tariffs,
rates, rules, and regulations on file with the Comm ssi on.

On Septenber 28, 2001, the Comm ssion issued an Order for
Noti ce and Comment and/ or Requests for Hearing providing
i nterested persons an opportunity to file comments and/ or
request a hearing on the application. The Comm ssion received
several requests for hearing frominterested persons. On
Decenber 10, 2001, the Conmi ssion Staff filed a report
recommendi ng that the matter be schedul ed for public hearing.
By order issued Decenber 14, 2001, the Conmi ssion set forth a
procedural schedul e and schedul ed a public hearing for
February 12, 2002, to be held in the Comm ssion's second fl oor
courtroom

On February 12, 2002, a public hearing was held at the
Comm ssi on before Hearing Exam ner Howard P. Anderson, Jr.
Ant hony Ganbar del | a appeared as counsel for Lake Monticello, and
Rebecca W Hartz appeared as counsel for the Conmmi ssion Staff.
Respondent Cat herine E. Neelley appeared pro se. Richard P.
Dowswel | , CGeneral Manager of Lake Monticell o Owers' Association
("LMOA"), and Joseph F. @Galvin, President of LMOA and a nenber
of the Board of Directors, also entered appearances on behal f of
LMOA.

The central issue in controversy at the hearing, argued by

Ms. Neell ey, was what effect the requested expansi on woul d have



on the Conpany's ability to neet its obligations to serve the
exi sting customers of the Lake Monticell o subdivision. M.
Neel | ey argued that her objection was not to the Conpany's
expansion of its business, but was limted to ensuring that the
request ed expansion did not adversely affect the public interest
and that the Conpany would neet its obligations to LMOA and the
Lake Monticello property owners. M. Neelley agreed that the
stock purchase agreenent between LMOA and t he Conpany recogni zed
the desirability of expansion by the Conpany as |long as there
wer e adequate resources and there would be no effect on current
rates. By way of background, the stock purchase agreenent
relates to AquaSource Uility, Inc.'s ("AquaSource's") purchase
of Lake Monticello fromthe Lake Mnticell o Homeowners'
Associ ation in 1998.

On May 23, 2002, the Hearing Exam ner issued his Report.
In that Report, the Hearing Exam ner found that the Conpany had
provi ded adequate proof that the expansion of its service
territory was in the public interest. The Hearing Exam ner
noted that the Conpany did not propose changes to its tariffs or
rates on file with the Comm ssion. The Hearing Exam ner further
pointed to the testinony of AquaSource, who stated their
wi | lingness and ability to expand the maxi nrum | evel of service
and facilities to include other areas of Fluvanna County while

continuing to provide the facilities and service in the Lake



Monticell o community and the Conpany's denonstration that it has
adequate water resources to provide additional service wthout

j eopardi zing existing obligations to the Lake Monticello

conmmuni ty.

The Hearing Exam ner al so di scussed the testinony of Staff
wi tness Mark A. Tufaro of the Conm ssion's Division of Energy
Regul ation who testified that: (i) AquaSource has the financial
ability to construct the expanded facilities as it becones
necessary to provide reliable service; (ii) the application wl|
not have an adverse inpact on the reliability of the Conpany's
provi sion of water and wastewater services; and (iii) the
Conpany plans to abate the infiltration problem and upgrade its
wastewater facility and, thus, should have sufficient wastewater
capacity to serve its current and future customers.

The Hearing Exam ner al so observed that the Conpany is
constructing facilities to expand its water treatnent plant to
i ncrease the existing capacity to 1.2 M& to neet anticipated
demand, and eventually plans to upgrade its wastewater treatnent
facility to a capacity of 1.5 M. The Hearing Exam ner further
noted that the Conpany holds a Virginia Pollution D scharge
Permit allowing it to discharge up to 600,000 GPD of effluent
into the R vanna River, and that the Conpany is involved in
ongoing efforts to address its infiltration problenms. Having

found that the application was in the public interest, the



Heari ng Exam ner found that the Conmpany shoul d be issued new
certificates of public convenience and necessity incorporating
the new service territory.

The Hearing Exam ner recommended that the Commi ssion enter
an Order that:

(1) Adopts the findings of his Report;

(2) Issues Lake Mnticell o Service Conpany new
certificates of public convenience and necessity incorporating
the requested service territory; and

(3) Dismsses this case fromits docket of active cases.

On June 13, 2002, the Conpany filed coments to the Hearing
Exam ner's Report stating its support of the findings and
recomendati on made in the Report and urging the Conm ssion to
grant the service territory expansion. The Conpany further
stated that it had adequate water wi thdrawal authority to serve
t he expected growth in usage and is expandi ng the capacity of
its water treatnment facility to 1.2 M3 and the capacity of its
wastewater facility to 1.5 M@. No other comments to the Report
were fil ed.

NOW THE COWM SSI ON, havi ng considered the record, the
Heari ng Exam ner's Report, and the conmments thereto, is of the
opinion and finds that the Hearing Exam ner's findings and

recommendati ons shoul d be adopted in full. The evidence



supports that the Conpany's application is in the public
interest.

Accordingly, IT IS ORDERED THAT:

(1) The findings and recommendati ons of the Hearing
Exam ner are accepted.

(2) Lake Monticello Service Conpany shall be granted
Certificate No. W197(b) to provide water service to its
exi sting service territory and incorporating the requested
service territory.

(3) Lake Monticello Service Conpany shall be granted
Certificate No. S-64(b) to provide sewer service to its existing
service territory and incorporating the requested service
territory.

(4) This case is hereby dism ssed fromthe Comm ssion's

docket of active cases.



